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Message to Shareholders 


At the start of 1972 Consolidated Computer was in receivership. Following the 
reorganization of the Company in March, 1972, the Company's fortunes changed. 
As the year progressed, a remarkable recovery was made and the year ended with 
revenues of $11,955,125. Profit was $2,002,184. Over two million of debt was 
reduced by payment of $500,000. in cash and the conversion of $1.7 million into 
special shares. 


Of particular long-term significance were the contracts negotiated during the year. 
In January we signed a contract with International Computers Limited for $7 million 
of KEY-EDIT System equipment to be shipped during 1972 and 1973. A contract for 
an additional $17.5 million worth of equipment was signed with ICL in September 
for shipment in the period through to June, 1975. In November ICL ordered an 
additional $1.5 million of equipment. Also in November we signed our first agree- 


ment with Fujitsu Limited of Japan for $2.6 million, as well as a contract for $500,000. 
ith Ecodata of Brazil. 


Because of the financial reorganization of the Company and a change in marketing 
strategy, valid financial comparisons with previous years are difficult to make. The 
change In marketing strategy is the major reason for the improvement in results. The 
Company has increased the wholesale marketing of its products through its agree- 
ments with ICL, Fujitsu and Ecodata. These companies then retail the products to 
their customers and provide the necessary lease financing. In North America the 
Company still does its own retail marketing. This is on a lower scale than before to 
make it compatible with the Company’s financial resources. Retail marketing, 
because of its lease financing implications, tends to defer profits into the future. 


Our relationship with ICL has grown very strong as evidenced by the $26 million 
of orders they placed with us in 1972. In addition to the immediate benefits to us, it 
indicates ICL’s long-term commitment to the data entry market. The market for 

computer data entry products is one of the fastest growing segments of the 
computer industry. To obtain a major share of this new market, ICL has created a 
new division reporting at a senior level which is solely responsible for marketing 
computer data entry products. 


We are very pleased with our initial agreement with Fujitsu Limited of Japan. 
Fujitsu has the largest computer business in Japan, which represents the second 
largest computer market in the world. Fujitsu is placing a major emphasis on the 
marketing of computer terminal products through the recent formation of the 
Facom Data Terminal Company, in which they hold a major interest. The KEY-EDIT 
System will be the first product marketed by this new company. 


The South American market is much smaller than Europe or Japan. However, it Is 
growing rapidly and its future size makes it important to-day.We are fortunate tohave 
become associated with Ecodata, an affiliate of Cable and Wireless — the large 
British telecommunications company. For many years they have been active in the 
communications industry in South America and the introduction of KEY-EDIT 
Systems is part of their diversification programme. 


Consolidated Computer was one of the first companies to Introduce the concept 
of computer controlled data entry systems. The concept is now well accepted and 
the market research experts are forecasting annual shipments of approximately 
$300 million of such systems in 1978. Consolidated has now established itself as 
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one of the market leaders. Since the announcement of the KEY-EDIT System in 
1969, the Company has received orders worth a total value of $52 million. By the 
end of 1972, $25 million of the total orders had been delivered, with the result that 
there are now 300 KEY-EDIT Systems controlling 4,500 data entry terminals in 
seventeen countries throughout the world. This makes Consolidated the third 
largest supplier in the world in terms of systems delivered to date. We also have the 
largest backlog of unfilled orders in our business. 


Despite the financial difficulties of 1971, your Company maintained a high level 
of new product development with the assistance of Canadian Government grants 
through the Programme for the Advancement of Industrial Technology. This will 


result in the annoucement entry products during the first half of 


1973. These new products will expand our market and will complement the features 
of the now well established KEY-EDIT 100 System.1CL, Fujitsu and Ecodata evaluat- 
ed our new products on the basis of advance information and ordered them after 
reviewing the available and future products from other suppliers around the world. 


Although some product development costs might logically be amortized over the 
life of our new sales contracts, we have decided to expense these costs as they are 
incurred. This expense, along with manufacturing start-up costs for the new 
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products, will affect 1973 profits. 


On the other hand there may be a positive effect on profits as a result of some 
expected outright sales of equipment now on lease to our \lorth American KEY- 


EDIT System customers. Initially our customers reduced their future risk by leasing 
their equipment rather than purchasing it. Now that the product concept is accepted 
as along term solution to the data entry problem, some customers are finding it more 
economical to purchase their systems. 


The success of our operations in 1972 was due In no small part to the dedicated 
efforts of our employees. They remained with the Company through the difficulties 
of 1971 and we appreciate their collective efforts in making a success of our 
operations in 1972. We hope to maintain an exciting and rewarding environment in 
the Company as we build it, so that our personnel will want to continue their high 
level of endeavour. 


| am pleased to announce the appointment of Mr. W. C. Benger, Vice-President 
of Northern Electric Company, to the Board. Mr. Benger brings with him consider- 
able business and electronic technology knowledge which will be of great benefit 
to your Company. 


In summary, our results in 1972 were very satisfying. Our profits in 1973 will be 
affected by one-time costs associated with the introduction of new products. 
Alternatively, there may be a positive effect due to the conversion of some of our 
leases to outright purchase agreements. In the longer term, | am able to look forward 
to the future growth of earnings and sales with considerable confidence. 


April 1973 William G. Hutchison, 
President. 


March 2, 1973 


Auditors’ Report to the Shareholders 


We have examined the consolidated balance sheet of Consolidated Computer 
Inc. as at December 31, 1972 and the consolidated statements of operations, 
deficit and source and use of working capital for the year then ended. Our 
examination included a general review of the accounting procedures and such 
tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances. 


In our Opinion these consolidated financial statements present fairly the finan- 
cial position of the companies as at December 31, 1972 and the results of their 
operations and the source and use of their working capital for the year then 
ended, in accordance with generally accepted accounting principles. Because 
of the factors set out in notes 1 and 2 and the changes in accounting principles 
described in notes 6 and 12 the results of operations and source and use of 
funds are not comparable with those of the prior year. The changes in accounting 
principles are as established and set out in the financial statements of the prior 
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CHARTERED ACCOUNTANTS 


CONSOLIDATED COMPUTER INC. 


(Formerly Consolidated Computer Limited) 


Consolidated Balance Sheet 
as at December 31, 1972 


Assets 


CURRENT ASSETS 


i A ¢:[0l- eR ene Aw Ee ae ny nn SN Sa A eee Glake od o glh Broo 0% Yt 


Estimated net proceeds on sale of subsidiary companies (note 3).......... 
lriventories(MOte 4) cag 5 ce eetainneces erie Oho ato eucincuta nee ee cnt Renee ar Ser rae etree 
Prepaid: @xDe@nseS.... scx 2. - Gaga eben cm men ne CRC Le cece ee a ee 


ASSETS HEED? FORSDIS ROS AEM (inOte:5)) em ercien eee teint eee eee 
FIXED: ASSETS) (mote: Gia seiacares eee rn ree re ae eases ewer eee 


CURRENT LIABILITIES 


Accounts pay ableandaccnweduliialoil tle Sane memen en acme snrn ae eer meer ee rn 
Provision for costs of receivership and reorganization (note /)........... 
CUM TOUIOiM CH OMG welinn Cee (MOUNTS). oo ncadgoeconoboovenueasodacs 


LONG-TERM) DEBT ((note:d) eine aie a ten ern 


DEFICIT (note 9) 222-0. nee oe ee ee 
CAPITAL STOCK (note 10) 


SIGNED ON BEHALF OF THE BOARD 


ae 
Pilla 


a 


Director 


Director 


Pro Forma 


1972 1971 
(notes 1 and 2) 
$ $ 

1,049,074 2,059,831 
841,551 495,977 
544,413 161,999 
— 1,013,590 
2,224,885 1,455,328 
78,898 7,045 
4,738,821 oy Nee)S3, 7/710) 
_ 373,466 
2,623,667 2,241,873 
7,362,488 7,809,109 
689,443 1,918,694 
142,621 875,000 
1,065,000 500,000 
1,897,064 3,293,694 
8,384,134 292534 
(4,655,546) (6,780,902) 
1,736,836 2,006 
(2,918,710) (6,778,896) 
7,362,488 7,809, 1109 


CONSOLIDATED COMPUTER INC. 


(Formerly Consolidated Computer Limited) 


Consolidated Statement of Deficit 
for the year ended December 31, 1972 


1972 
pee? Tes 
DEFICIT — Beginning of year. ............0 0.0... eae 6,780,902 
OSS smBrOnitetOlgthegyC alemer a wean en een oe Pace ete en Pa an ea 2,002,184 
Adjustment of settlement with unsecured creditors (note 8)......... N23 AZZ 
DVDS, BHO 
4,655,546 
Addice FOSSHO Mth Gaya nets karts Ae ae en ee ee Ae On ok — 
Provision for loss on sale of subsidiary companies (note 3).......... — 
Write-down of KEY-EDIT components to estimated fair market value 
(IN OCCLA.) RAPeaier pare ewe une en cea Meee ak Rhee) ea Men Oe bey — 
Loss on guarantee of loan to Leasing Corporation................. — 
Write-down of KEY-EDIT equipment to estimated fair market value (note 
GD os ceawcrivanas otc amewin Anh ea acice ety 5b, erence ee aan eRe: OR ceo aU — 
Write-down of other fixed assets to estimated fair market value. ...... — 
Research and development costs (note 12). 55... s555e85 4005 eee: — 
EX@enses OC? ISSUING, SECUMMIES.. ccoccccsebeennacnasovesskenuuane — 
DEFICIT — End of year before Pro Forma adjustments............... 4,655,546 
Pro Forma Adjustments 
Aclel2 Inwesiment iin LeciowiG) GOMOOEMION., .4c0G50000rs0000n 700 booee0ur — 
Defemecdidebenttinerdiscountsrers so. sore ck: iy Acie enche «cee iets — 
Provision for costs of receivership and reorganization. .............. os 
4,655,546 
esse DISTerheGueVeMUeC Amency calc lame sane thervmeeske onan ante wisp eases maemo & — 
SStilememivVithikeredilOrSweems mck eerie eat re sotiencun emis ae emcees — 
OY Senes A Commeanilale CllsxemMMIES . oo 1c c0e sp oen nous scnmoooeers — 
Accrued interest on 6% Series A convertible debentures............. —_— 
SapitaliStoGkrenaates sete case Sees Gee Fae case aetna, leper Gee @eanas aa meagan — 
DEFICIT — End of year after Pro Forma adjustments................ 4,655,546 


1971 
(notes 1 and 2) 


6,397,743 


6,397,743 


10,374,757 
360,474 


501,616 
1,300,000 


PO 
lee OW 
1,466,652 
_ 333,239 
16,286,006 
22,683,749 


1,696,750 
DIES) AMOS) 
875,000 
25,484,666 
3,988,770 
1,345,327 
4,383,999 
84,579 
8,901,089 
18,703,764 

6,780,902 


CONSOLIDATED COMPUTER INC. 


(Formerly Consolidated Computer Limited) 


Consolidated Statement of Operations 
for the year ended December 31, 1972 


NET) SALES? RENTAESVAND SERVICES Sieger eer ier iieareee ree 
GOST) OF PRODUCTS*ANDSSERVICE Streeter 


EXPENSES 
Marketing, administration and other 


Research and development — net of government grants (note 12)......... 


Interest on long-term debt 


Other interest expense including equivalent interest 


Profit (loss) before income taxes 
Provision for income taxes... . 


PROFIT (LOSS) FOR THE YEAR BEFORE EXTRAORDINARY ITEMS. 


EXTRAORDINARY ITEMS 


Profit, net of income taxes of $39,000 on sale of time-sharing equipment and 
HAVEMEORY: COTE) 5 A ck et eros sn Mol eta ca ro 


Gainkonneoolicatomnnoh taxelOS Sac aliinyai© Invacare een 
Write-down of time-sharing equipment and inventory (note 5)............ 


PROFIT (LOSS) FOR THE YEAR AFTER EXTRAORDINARY ITEMS. . 


Average number of common and special shares outstanding 


Earnings per share (note 11) 
Basic earnings per share 

— before extraordinary items 

— after extraordinary items 


Fully diluted earnings per share 
— before extraordinary items 
— after extraordinary items 


1972 


a ee 
11,955,125 


6,581,147 
Do OLE 


2,699,354 
640,786 
111,479 
3,451,619 
3,451,619 
WIZZ SOS 
932,000 


990,359 


40,825 
971,000 


2,002,184 


3,039,812 


28¢ 
57¢ 


20¢ 
38¢ 


1971 
(notes 1 and 2) 
$ 


4,891,829 


3,881,745 
1,010,084 


8,214,144 
609,164 
216,254 
9,039,562 
334,994 
9,374,556 
(8,364,472) 


(8,364,472) 


(2,010,285) 
(10,374,757) 


CONSOLIDATED COMPUTER INC. 


(Formerly Consolidated Computer Limited) 


Consolidated Statement of Source and Use of Working Capital 
for the year ended December 31, 1972 


SOURCE OF WORKING CAPITAL 
Prone (loss iOtethewy alee beastie cas ty tee rene cetere etene o 


Add: Charges not affecting working capital — 
BNET oIMONCHMTOIAN Ss. u crek eke OTe Oe olies Gocco eee ose DE eee 


PNNOMNALUOMM OH CHEVENTDG| OAIOVEMNISES . oo cn oo so oon agcoocccousue 
Write-down of time-sharing equipment....................-. 


Sale Oi WNESSNEMMNG| COWMPIMEMI, oo o8.c040Anboocodeoobonoouboombons t 
Reductioninilong=teimraccountsmecelVable = manera cian cacti eniciee 


Decrease in fixed assets (including equipment on lease sold to Leasing Corpora- 
ELON) eee en ee cra See wera ier A es Rn ee Or nae PALE tee, 


Deferred revenue on sale of leased equipment................0 eee ee eee 
Salexopsharese(Motewl Often wecter nas ere a teks Sen are orm tes a rng hr 


USE OF WORKING CAPITAL 
IMCreaSeE(nelMiinnhiIXeCeaSSetSinur seams eten emer eects NCacne cna cine ehoremnee os, seamear te 
Guida OOMHOl OF OME werinn Clow (INCU S)) > oo co cuennvonconbnduocbuune 


Reduction in current assets (KEY-EDIT components and subsidiary companies) 
Chane ChtORGShiC lt Meet tera nemo ww ewein cd, Me ke ieee eee et cag cM een, 


Time-sharing inventory transferred to assets held for disposal. ............ 
Kossioniguaranreeron loamito easing Conporationes-sa ale teieie eieieietneniet one 
li MEST In LASSIE) COOORMIOMs os bo ontescunoogdaasueobubooegoane 
Deferred research and development expenditures. ............0000e ee aes 
Expenses Of ISSuing securities changed tordeficitas a .mrnies «cme eiia acca 


INCREASE (DECREASE) IN WORKING CAPITAL.................. 
WORKING CAPITAL (DEFICIENCY) — BEGINNING OF YEAR........ 


WORKING CAPITAL (DEFICIENCY)—END OF YEAR BEFORE PRO 
FORMAZADIUS TEMENTS 2ocic 5 Sie. cus cocci or, Stene ocqcesreriepaes ataattahaite aisle aint ee te 


PRO FORMA SOURCE OF WORKING CAPITAL — 
NuUmMomsecuredidebentire: Series, B ear ren eeiteei ities Maen 
Conversion of secured liabilities into long-term debt and capital stock....... 


Conversion of unsecured liabilities into long-term debt and capital stock, and 
COMPLOMISCLO(sG CO Laman sacral cue ichnce ais aden Tie wero ck cannid Soares areca 


PRO FORMA USE OF WORKING CAPITAL 
Provision for costs of receivership and reorganization.................5+- 
Cui (xelti@in Chi LOMewelii COO s oan voote 6uebhoo0xo5o0000000000000- 


WORKING CAPITAL PROVIDED BY PRO FORMA ADJUSTMENTS 


WORKING CAPITAL — END OF YEAR AFTER PRO FORMA ADJUST- 
MINUS? se, Se SEA Aloe cael hero ecn ee oiCenien CHOPRA ENE Sulche erentia Six cegro sa ave ata 


1972 1971 
(notes 1 and 2) 
$ 
2,002,184 (10)374,757) 
740,321 782,296 
_ 627,497 
— 780,823 
2 1A2Z5O5 (8,184,141) 
357,672 = 
= 121,819 
— 1,800,259 
— 3,988,770 
12,825 2,152,088 
By | GOL i2e2.05)) 
1,106,321 — 
1,065,000 = 
— 862,090 
— 216,147 
— 1,300,000 
— 1,686,650 
— 1,228,589 
-- BC) Ae) 
ZA TA SAT MOOS) 
941,681 (5,747,920) 
1,900,076 (322015226) 
2,041, 757 (8,949,146) 
= 2,000,000 
= 5,034,683 
— 5, WOO Deo 
— V2 228 222 
-— 875,000 
— 500,000 
— 1,375,000 
— 10,849,222 


2,841,757 


1,900,076 


CONSOLIDATED COMPUTER INC. 


(Formerly Consolidated Computer Limited) 


Notes to Consolidated Financial Statements 
for the year ended December 31, 1972 


1. RECEIVERSHIP AND REORGANIZATION 


On November 3, 1971, the parent company filed a proposal to its creditors under the Bank- 
ruptcy Act and subsequently prepared for its secured creditors and debentureholders and share- 
holders a plan of compromise or arrangement under the Companies’ Creditors Arrangement Act 
and an arrangement under the Business Corporations Act (collectively the ‘plan of reorganization’). 
The plan of reorganization was approved by the ordinary creditors, secured creditors, debenture- 
holders and shareholders; approval by the Supreme Court of Ontario was obtained on March 16, 
1972. 


Subsidiary companies were not affected by the reorganization. 


The effects of the plan of reorganization are reflected in the pro forma consolidated balance 
sheet as at December 31, 1971. 


By Articles of Amendment dated March 28, 1972, the name of the company was changed to 
Consolidated Computer Inc. 


2. BUSINESS OPERATIONS 


As a result of the reorganization of the company, certain operating changes were effected. 
The major changes were: 


(a) The sale of all the company’s time-sharing bureau operations and the discontinuance of its 
marketing and leasing of time-sharing systems. 


(b) The sale of the assets of its United Kingdom subsidiary and the shares of its West German 
subsidiary. 


(c) A change in its strategy of marketing KEY-EDIT systems in North America. 


(d) The discontinuance of its lease financing arrangement with Consolidated Computer Leasing 
Corporation and the acquisition of KEY-EDIT systems in North America held by Consolidated 
Computer Leasing Corporation. 


With the exception of (d) above (which was reflected in the pro forma consolidated balance 
sheet) the effects of these changes were reflected in the financial statements for the year ended 
December 31, 1971. 


Because of the changes described above and in note 1, certain assets were written down to 
estimated fair market value. 


Because of the foregoing and changes in accounting policies described in notes 6 and 12, 
the results of the company’s operations and the source and use of its working capital for the current 
year are not comparable with those of the prior year. The changes in accounting principles are as 
established and set out in the financial statements of the prior year. 


3. PRINCIPLES OF CONSOLIDATION 


The consolidated financial statements for the year ended December 31, 1972 and the pro 
forma consolidated balance sheet as at December 31, 1971 include the parent company and its 
wholly-owned United States subsidiary and its non-operating United Kingdom subsidiary. 


The consolidated statements of operations, deficit and source and use of working capital for 
the year ended December 31, 1971 include the parent company and its wholly-owned subsidiaries 
in the United States, the United Kingdom and West Germany. 


During 1972, the company sold the assets of its United Kingdom subsidiary and the shares of 


its West German subsidiary. Both of these transactions resulted in losses which were provided for 
in the 1971 accounts. 


4. INVENTORIES 


Inventories are classified as follows: 


1972 1971 
Pro forma 
$ $ 
COMDONCHISHaeetart: wae more ein MCN Pein gute. ey wee 8 LULA 1,080,021 
VWVOEKEINE OL OCES Sawer ne hes ch ae er ACORN aii Sk id 191,907 173,950 
FIGIGRSENViGeEStOC Kerem r ies 4 Sorte ae Se ae eh net 253,841 AAO eh7/ 


2,224,885 1,455,328 


Inventories are valued at the lower of cost, net realizable value or fair market value as estimated 
at December 31, 1971. 


5. ASSETS HELD FOR DISPOSAL 


These consisted of assets of the company related to the time-sharing operation. 


6. FIXED ASSETS 


1972 1971 
Accumulated 
Note depreciation Net Pro forma 
$ $ $ $ 
PIN GCUNONMEM. sb so scnacn 381,988 36,986 345,002 376,588 
KEY-EDIT equipment....... 403,791 63,775 340,016 243,798 
KEY-EDIT equipment on 
[CASH Mane eee RSs DYDD SHS) 613,327 1,729,082 1,400,000 
Furniture and fixtures....... 174,168 16,270 157,898 164,044 
Leasehold improvements..... 57,443 5,744 DCX 57,443 
GOS), SS) 736,102 2,623,667 2,241,873 
N@iiEe 
Classification Valuation Depreciation 
Method Term 
Plant equipment Cost Straight-line 10 years 
KEY-EDIT equipment reflected in At the then Straight-line 3 years 
the pro forma accounts as at estimated fair 
December 31, 1971 market value 
KEY-EDIT equipment assembled Cost Straight-line 5 years 
after December 31, 1971 
Furniture and fixtures Cost Straight-line 10 years 


7. PROVISION FOR COSTS OF RECEIVERSHIP AND REORGANIZATION 


The balance in this provision has been retained pending settlement of certain matters relating 
to the period prior to the reorganization. 


8. LONG-TERM DEBT 


Principal Interest Conversion 
amount (see (i) below) Description Security Maturity feature 
$ $ 


Secured debentures — 
600,000 None Series One 
800,000 Series Two 


First floating 1973 = 450,000) 
charge debenture 1974 - 350,000) None 
(see (ii) below) 1975 - 350,000) 


1,400,000 1976 - 250,000) 
Junior secured 
convertible debentures 
500,000 None Series A Floating charge 20% per annum of $5 per common 


subject to principal amount share until Z 
secured debentures outstanding on December 31, 

December 31,1975 1975. 

commencing 

December 31, 1976 


2,000,000 Prime + %% Series B $300,000 per year $5 per common 
book debts and commencing share until 
floating charge December 31,1973 December 31, 
subject to secured and the balance 1975. 
debentures December 31, 1976 

Principal repayments 

will be reduced by 

interest paid from 

March 28, 1972. 

The estimated 

principal repayment 

at December 31,1973 

is $65,000. 


Assignment of 


a 


Floating charge 1973 - 250,000) 


700,000 None Series C subject to secured 1974.- 150,000) None 
debentures 1975 -\1 50,000) 
3,200,000 1976 - 150,000) 
Convertible notes None x 

1,200,000 None Series One 1973 - 300,000) $5 per non- 
1974 - 200,000) voting convertible 
1975 - 200,000) special share. 
1976 - 200,000) 
1977 - 200,000) 
1978 - 100,000) 

3,649,134 9% per annum Series Two 15% per annum of $5 per non- 

from January 1, (see (iii) below) principal amount voting convertible 

4,849,134 1976. outstanding on special share 
December 31,1975 until December 31, 
payable on WO). 
December 31 of 
each year from 
1975-1980 and the 
balance on 
December 31, 1981 

9,449,134 

1,065,000 Current portion 


8,384,134 


(i) In the event of default of repayment of principal of any of the above debt interest begins to 
accrue at 9% per annum. 
(ii) Under the terms of the Secured Debenture Indenture the company is in default if it does not 
meet at least two of the three following conditions after June 1, 1972: 
(a) The sum of acceptable receivables, firm orders to be invoiced within thirty days and cash 
balances of the company will be not less than $500,000; 
(b) The sum of acceptable receivables, firm orders to be invoiced within sixty days and cash 
balances of the company will be not less than $800,000; and 
(c) The sum of acceptable receivables, firm orders to be invoiced within ninety days and cash 
balances of the company will be not less than $1,100,000. ae 
In addition, the company may not declare or pay any dividends or make any other distributions 
to its shareholders or acquire or otherwise redeem any shares of its capital stock or make ae 
pre-payments (other than mandatory pre-payments) on any junior debt. _— 
(ili) At December 31, 1971 it was estimated that $5,494,311 of Series Two convertible notes 
would be issued as part of the consideration for the settlement of unsecured creditors’ claims. 
This estimate has been adjusted by $123,172 during the year. During the year $1,722,005 of 
these notes were converted into 344,401 non-voting convertible special shares. 


9. INCOME TAXES 


At December 31, 1972, the parent company and its U.S. subsidiary had approximately 
$13,600,000 of losses carried forward (including $3,700,000 of excess undepreciated capital cost) 
which can be applied to future profits and, thereby, reduce future income taxes. This amount could 
be increased by approximately $3,000,000 and/or decreased by approximately $4,000,000 
depending on rulings given by the Canadian and American income tax authorities. 


10. CAPITAL STOCK 


In compliance with the approved reorganization (see note 1) the company applied for and was 
granted Articles of Amendment dated March 28, 1972 altering the capital structure of the company 
as follows: 

(a) Consolidating, converting and reclassifying all the 4,000,000 issued and unissued common 
shares without par value of the company into 400,000 common shares without parvalue and 
666,667 non-voting convertible special shares without par value on the basis that each thirty 
common shares (old) be converted into three common shares (new) and five non-voting 
convertible special shares. 

(b) Increasing the authorized capital of the company by creating 2,850,000 additional common 
shares without par value and 1,583,333 additional non-voting convertible special shares 
without par value in order to bring the aggregate authorized capital stock of the company to 
3,250,000 common shares without par value and 2,250,000 non-voting convertible special 
shares without par value. 

The non-voting convertible special shares are preferred as to the first 10¢ per share dividend 
declared in any one year ; thereafter the common’shares are entitled to the next 10¢ of dividend in any 
one year; and thereafter in any one year the two classes of shares participate equally in dividends 
declared. 

From the earlier of (i) December 31, 1975 and (ii) a date that the company shall designate in 
writing to the registrar for the non-voting special shares, the holders of non-voting special shares 
shall be entitled to convert any or all of the non-voting special shares held by them into common 
shares (new) of the company on a share-for-share basis. 

(c) Reducing the issued capital as at December 31, 1971 to the nominal amount of $2,006. 


By Articles of Amendment dated June 26, 1972 the company increased the number of author- 
ized common shares to 3,550,000. 

During the year ended December 31, 1972 the following transactions and adjustments were 
made on account of capital stock: 


Common Special Total 
Shares $ Shares $ $ 
PROMO tea ests eieaerens ak 2,582,350 755 874,500 1 251 2,006 
Less: : 
Adjustment to previous years 
estimated issued shares. . 16,808 — (PZ09 — = 
2,565,542 755 873,291 © 4 tor 2,006 
Conversion of convertible 
notes Series Two....... — — SANA Ojala 22,000 mmmlni2 2,005 
Exercise of stock options... 9,500 12,825 — -— 12,825 


BINCNOP VCE. coast acos os a+ 2,575,042 13530: WAV NW23 209 WISH 


The following shares have been reserved as at December 31, 1972 for the conversion of 
debentures and the exercise of stock options: 


Common Special 
Junior secured convertible debentures — 
Series Aw 6 5 Sara Se ee Se ee cae 100,000 — 
S@ries 'B isk ge kw cand awk Sse hacen atone Be ame rae ee on ace ee 400,000 — 
Convertible notes — 
S@rieS Ones. cic ww nist Sones el oho RO IC ee one ieee — 240,000 
Series TWO'sctidecdcibsye oe oeiw en ao eee eee — 729,827 
Reserved for options to employees exercisable at various times 
to January 14, 1976 at option prices ranging from $1.35 to 
$1,68 Per:shares.4 Ace. lanceeeeert emenclts Cae epee mn ame 310,460 — 
810,460 969,827 


Under the terms of the Junior Secured Debenture Indenture and Convertible Note Indenture the 
company has covenanted that, otherwise than for the purpose of making available, whenever the 
special shares become convertible into common shares, sufficient authorized common shares for the 
purpose of providing for such conversion, it will not increase its authorized capital prior to December 
31, 1975 without the prior approval of the holders of the Junior Secured Debentures and convertible 
notes. 


11. EARNINGS PER SHARE 

(a) Because of the reorganization of the company the loss per share figures for the year ended 
December 31, 1971 were not considered meaningful and consequently have not been pre- 
sented in these financial statements. 

(b) Fully diluted earnings were calculated assuming the exercise of all share options and the con- 
version of all the convertible debentures and notes and that the proceeds of share options 
would yield income equal to the interest rate on the Junior secured convertible debentures 
Series B. 


12. RESEARCH AND DEVELOPMENT 


During the year ended December 31, 1971 and in prior years, research and development costs 
were being amortized over four years on a straight-line basis. Because of the reorganization of the 
company and its consequent reduction in marketing operations, the company was unable to 
determine the value of deferred research and development costs at December 31,1971. Accordingly, 
the balance at December 31, 1971 was written off to deficit. 


Research and development expenditures are presently being charged to operations in the year 
in which they are incurred. 


13. CONVERSION OF FOREIGN CURRENCY 


Current assets and current liabilities in foreign currencies have been converted to Canadian 
funds at approximately the year-end rates of exchange. No significant profit or loss resulted from 
this conversion. 


14. REMUNERATION OF DIRECTORS AND SENIOR OFFICERS 


Total remuneration paid to directors and senior officers as defined by the Business Corporations 
Act for the year was $192,025. 


15. LEASE COMMITMENTS 


Total rentals paid for the year ended December 31, 1972 and the total of future commitments 
(excluding tax and like expenses) are: 
$ 
Yearended Decembernrsiliail, Qi 2eyemrae ame hveie reich cei ee aa eae ne era 358,000 
Eien? I, ISAS WO Decemmloar Sil, WUT. oo aces capvccvncvuvvvccvdcue 1,608,194 
VerUeiae N, Wess MeN SH, WORM os saceuccsncccoceeeesucnuvsc0suee 868,874 


AR45 


CONSOLIDATED COMPUTER INC. 
CONSOLIDATED STATEMENT OF SOURCE 
AND USE OF WORKING CAPITAL 
FOR THE SIX MONTHS ENDING JUNE 30, 1972 


1972 1971 
$ $ 
(Unaudited) 
Source of Working Capital 
Profit (loss) for the period 734,742 (3,293,299) 


Add: Charges not affecting 
working capital 


Depreciation 395,162 379,925 
Amortization of deferred 

expenses 0 278,912 
Deferred revenue earned 0) (127,760) 


1,129,904 (2,762,222) 


Sale of time-sharing equipment 337,812 0 
Sale of shares O 2,000,000 
Sale of leased equipment to 

Leasing Corporation QO 6,018,860 


Decrease in fixed assets 
(excluding equipment on lease 
sold to Leasing Corporation) 0 76,514 
1,467,716 5,333,152 


Use of Working Capital 


Increase (net) in fixed assets 672,892 0) 
Investment in Leasing Corporation (@) 1,203,779 
Deferred research and development 

expenditures 0 468,035 
Expenses of issuing securities 

charged to deficit 10) 47,817 


672,892 1,719,631 


Increase in 

Capital 794,824 3,613,521 
Working Captial (Deficiency) 

Beginning of Period 1,900,076 (3,201,226) 
Working Capital — End of Period 2,694,900 412,295 


7 
The 1972 reorganization of the company affects the com- 
parison of 1972 and 1971 six months statements. 


These statements are not audited and are subject to 
year-end adjustment. 


CONSOLIDATED COMPUTER INC. 


Report to our Shareholders 
for the Six Months ending 


June 30, 1972 


President’s Message 


The financial results for the second quarter have been 
satisfactory. During the three month period the Company earned 
$557,621 on revenues of $3,533,782. When combined with the 
first quarter figures, the first six months of 1972 show earnings 
of $734,742 on revenues of $5,607,656. 

During this six month period the reorganization of the 
Company was completed. Management was greatly strengthened 
by re-assignment of responsibilities and the implementation of 
additional forecasting and control systems throughout the 
company. The demand for KEY-EDIT systems continues to be 
strong. The volume of orders received by International 
Computers Limited from their customers is increasing each 
month and in North America the demand is good even though 
we are marketing only on a selective basis at the present time. 

We have continued our discussions with International 
Computers Limited regarding their long term involvement in the 
KEY-EDIT programme. ICL requested and was granted an 
extension on their option to market some of CCl’s forthcoming 
new products. In the other market areas of the world such as 
Japan and Brazil we are actively engaged in assessing the market 
possibilities available to the Company. We hope to be able to 
announce definite marketing plans for these markets within the 
next few months. 

Market research experts indicate the demand for key-to-disk 
equipment, such as the KEY-EDIT Systems, will continue to 
grow through 1978. A report published recently established 
Key-to-disk equipment to be the fastest growing segment of the 
peripheral equipment market. It predicted this market which was 
$25 million in 1970 would reach $245 million in 1978. Our 
continuing product development programme enables us to 
capitalize on this market growth. During the past three months 
we added new features to the KEY-EDIT equipment that gives 
us substantial competitive advantages over others in our market. 

In summary, the reorganization was completed and we 
exceeded our projected financial results for the first half year. 
The Company is now operating in a manner which will allow it 
to capitalize on future expansion opportunities. 


AOS 


August, 1972. William G. Hutchison, 


President 


CONSOLIDATED COMPUTER INC. 


CONSOLIDATED STATEMENT OF OPERATIONS 
FOR THE SIX MONTHS ENDED JUNE 30, 1972 


Net Sales, Rentals and Services 
Cost of Products and Services 


Expenses 


Marketing, administration and 
other 


Research and development costs 
Interest on long-term debt 


Profit (loss) before income taxes 


Provision for income taxes 


Profit (Loss) for the period before 
Extraordinary Item 
Extraordinary Item 
Gain on application of tax loss 
carry forward 


Profit (Loss) for the period after 
Extraordinary Item 


Average number of common and 
special shares outstanding 


Earnings per share 

Basic 
Income before extraordinary item 
Income after extraordinary item 


Fully diluted 
Income before extraordinary item 
Income after extraordinary item 


1972 1971 
LS 2 De eee 
(Unaudited) 
5,607,656 2,348,253 
3,198,777 1,134,756 
2,408,879 1,213,497 
1,353,153 3,839,687 

282,375 269,745 
38,609 397,364 
1,674,137 4,506,796 
734,742 (3,293,299) 
331,000 _ 
403,742 (3,293,299) 
331,000 0 
734,742 (3,293,299) 
3,456,850 509,595 
11.7¢ 
21.3¢ 
; 7.8¢ 
14.1¢ 


